
















Financial Highlights 


Year Ended December 31, 



(In thousands, except per share, employe -, and statistical data' 


2004 

2003 

2002 

2001 

2ft m 

From continuing operations: 

Net sales 

$2,447,430 

$2,434,130 

$2,458,836 

$1,940,515 $2,160,050 

Net earnings 

$ 91,567 

$ 94,373 

$ 118,831 

$ 58.030 $ 

108,423 

As a percentage of net sales 

3.7% 

3.9% 

4.8% 

3.0% 

5.0% 

Per Share of Common Stock (diluted): 

Net earnings 

$ 1.66 

$ 1.68 

$ 2.11 

$ 1.13 $ 

2.15 

Dividends per share 

$ 0.525 

$ 0.125 

— 



Financial condition at vc 3 r-cm!: 

Working capital 

$ 711,115 

S 703,233 

$ 652,095 

$ 603,420 $ 

548,463 

Current ratio 

4.6 to 1 

4.8 to 1 

4.3 to 1 

4.4 to 1 

4.8 to 1 

lotal assets 

1,587,759 

1,578,259 

1,567,402 

1,503,489 

1,304,838 

Total long term debt 

302,400 

303.200 

374,800 

454,400 

462.000 

Shareholders' equity 

S 957,483 

$ 966.902 

S 869.515 

$ 759,659 $ 

583,905 

Average common shares (diluted) 

55,220 

56.256 

56.387 

51.325 

50,443 

Number ol employees 

17,800 

19,250 

22,000 

23,022 

20,700 


2001 balances relict t the acquisition of substantially all of the assets ami liabilities of Henrednn Furniture Industries Inc 
Prexel Heritage furnishings Inc. and Maitland-Smirh, Inc. as of December 28. 2001. 


Full time employees 
























Dear 

Shareholder: 

Over the past several years, 1 have written extensively in this space 
about the great transition our company and our industry are undergoing. 
2004 was once again a year of many changes and many challenges. 

Both net sales and net earnings in 2004 were essentially flat against 
the prior year. We were faced with a volatile and unpredictable sales 
environment, margin pressure from rising raw material prices, and pricing 
pressure both from successful offshore manufacturers anti from domestic 
manufacturers struggling to survive. 

Clearly we are not satisfied, and we will not be satisfied until we have 
fully implemented our strategic plan and we have driven this company 
to the position of industry dominance chat our shareholders have every 
right to expect. Our strategic direction is clear, but there is much yet 
to be done. 

Our strategic direction 

is clear, but there is 

much yet to be done 

Wc speak often about our changing business model. It is true that we are 
changing the operational aspects of your company in many ways. We are 
changing from a pure domestic manufacturer to one with a blended strategy, 
where appropriate, mixing domestic made products with those 
manufactured offshore. At the same time, we are changing from a pure 
manufacturer to a vertically-integrated manufacturer and retailer. These 
are major operational shifts, and thev occupy a good deal of our time and 
attention every day. 















the consumer 

should be the 

singular focus 

of our business 

But while we recognize that the consumer should be the singular focus 
of our business, this has not always manifested itself in the reality of our 
day-to-day efforts. We too frequently find ourselves plowing the ground 
with a manufacturing-centric mindset, focused on manufacturing 
lead-times, capacity utilization, order backlogs, and other operational 
issues. We too frequently find ourselves promoting our brands, but 
without a true understanding of their value and importance to the 
consumer. As important .is our manufacturing and our brand development 
efforts arc to service the consumer's needs effectively and efficiently, they 
arc truly just a means to an end. not an end in themselves. Vie are 
committed to changing this mindset - fully and finally. 

This change will not be easy. We are a management team myself 
included - that comes from a manufacturing background. Even though 
wc understand and appreciate the importance of a changed culture that is 
consumcr-ccntric, our natural bent is toward viewing our challenges as 
manufacturing-based, for this reason, wc are committed to bringing 
in the talent we need to drive this cultural change. 

You have seen the first evidence of this in our naming of a new Chief 
financial Officer. Denise Kamos comes Irom a wholly different background 
the food service industry where the expectations ol the consumer are the 
driving force behind the business. Beyond her obvious financial skills, we arc 
expecting significant contributions from Denise as wc change our culture. 


















































We are also taking active steps to identify the right people 
ro drive the retail and marketing sides of our business - 
not merely to be involved wirh the location and 
construction of new stores and the operation of those 
stores we own, but to help drive the whole shift in 
attitude that puts the consumer first in all of our dav-to- 
day decision-making. 

Our growth as a retailer will both benefit and be benefited 
by our focus on the consumer. As we get closer ro the 
consumer we can react more quickly to her needs and to 
changes in taste and style. We will also have the opportunity 
to craft the furnirure shopping experience into one that 
is enjoyable rather than the oppressive exercise it has 
generally represented in the past. 

We understand the importance of this cultural change and 
we are committed - at all levels of our management - to 
implementing it fully. But this is a process. It will not 
happen overnight, and it may not satisfy those with a 
short-term investment horizon. Your management is 
committed ro running this company wirh a view' ro the 
long-term benefit of our shareholders. We trust that you 
share that commitment as well. 

In the meantime, however, w'e will not forget the 
operational issues that w'ill facilitate this change and that 
will continue to drive shareholder value in the near-term. 

for example, we will continue to focus on gaining greater 
control of the distribution of our products. Single brand 
store development programs are under way at all our 
operating companies, as well as continuing the focus on 
other means of dedicated distribution. 


The benefits of 

single brand stores 

are clear 

The benefits of single brand stores are clear and they are 
an important component in the future of furniture 
retailing. But while our focus is on single brand stores, 
this attention does not detract from a very healthy gallery 
program at all our companies exclusive space on the 
floor of quality independent retailers separate from the 
competitors’ product is still a viable method of marketing 
our product. Wc will continue to pursue this distribution 
w here appropriate. 

In addition, we will continue to balance our domestic 
manufacturing with strong sourcing programs to remain 
competitive in the marketplace and to bring the consumer 
high quality furniture at a good value. In 2004 we closed 
another three domestic manufacturing facilities, bringing 
to 23 the number of plants closed since 2001. At the 
same rime, imported product represented more than a 
third of our sales in 2004, and over half of our case good 
products are now made overseas. Those numbers will 
most certainly continue to grow, as will our focus on 
logistic efforts to deliver our imported products to the 
retailer and to the consumer in a timely fashion. 

And lastly, wc will continue to take steps to strengthen 
our balance sheet and to make wise use of our strong cash 
flow. Our long-term debt at approximately $300 million 



































is fixed for the next several years with interest rare swaps at an effective 
rate of just under 4%. We are comfortable with our current debt to book 
capitalization ratio at 24%. 




return 


our 



We plan to return value to our shareholders by using our available cash 


flow' to continue our dividend program and to repurchase shares. In 
October of 2004 the Board of Directors increased the annual dividend by 


20% to $0.60 per common share. At the same time, for the full year 
2004, the company repurchased 3.4 million shares of our common stock 
at an average cost of $25.88 per share. We expect to remain in the market 
buying stock on an opportunistic basis using available free cash flow for 
the foreseeable future. 

In conclusion, our future is clear, but not without great challenges. Our 
attention is focused exactly where it should be. We .ire at once deliberate 
and flexible, and over time our patient investors w ili be rewarded. 

1 am proud to lead this company, and on behalf of the Board of 
Directors, the management and the employees of Furniture Brands 
International, we thank our shareholders, our suppliers and our customers 
for their support throughout the year. 

Sincerely, 

W. G. (Mickey) Holliman 
Chairman of the Board and 
Chief Executive Officer 













































































































































































































































Management $ Discussion and Analysis of Results of Operations and f inancial C ondition 


Overview 

furniture Brands International. Inc. (the Company ) is one of the* largest home (residential) furniture manufacturers in ihe I’nited Stares. The 
( ompanv markers its products through four primary operating subsidiaries Brnvhill I urnirure Industries. Inc , Lain furniture Industries. Iik . 

I honusville l urniture Industries. Inc.: and HUM I urnimre Industries. Inc. I he ( .ompany manulacttires. sources (i e.. imports) and distributes (i) 
case goods, consisting of bedroom, dining room and living room furniture, ' ii) stationary upholsters products, consisting of sofas. Invcsrats. 
sectionals and chairs. <iii) <nc.iMon.il furniture, consisting of wood, metal and glass tables, accent pieces, home entertainment tenters and home 
office furniture, jiv) recliners, motion furniture and sleep sofas, and (v) accessories 

I he ( ompany primarily sells its products through diverse distribution channels conststing of independent furniture dealers, national .uni local 
chain stores, department stores, specialty stores and decorator showrooms In recent years, the ( ompanv has focused its distribution growth on 
single-branded, dedicated furniture centers, galleries and stores, taking advantage of its strong brand names and breadth of product. Most recently, 
•he ( ompanv has announced its long-term strategy is to focus more heavily on single branded stores, both independently and ( 'nmpany -owned. 

lo gain access to the premium [trice point segment of the home furniture market in the l nited States, on I>ccember 2.H, 2001. the < ompany 
acquired substantially all of the assets and liabilities of I lenredon 1 urnirure Industrie**. Urexel I ferirage furnishings and Maitland Smith 
(collectively HDM furniture Industries, Inc). I he purchase price of the acquisition was $2S~ T .(» milium, consisting of 517T0 million in cash and 
i.O million shares of the < .ompany s (.ommon 'stock. 1 he acquisition established the < .ompanv as the residential furniture industry's only full line 
resource in all middle and upper price categories. 

I Hiring the past lour years, the residential furniture market in the United States has been negatively impacted by the general economic slowdown, 
as well as a structural shift to offshore sou re ing f primarily to Asia, but also to other countries with comparatively low labor costs) nj various produc ts 
particularly case goods (wood furniture), As a result, domestic manufacturing capacity utilization has been trending doyvn. hurting the operating 
profitability of many companies in the industry. 

In reaction to this change in sourcing activity, the Company has been implementing a plan to reduce its domestic manufacturing capacity. This plan 
has included the closing of 23 manufacturing facilities. In 200m, the (.ompany recorded prerax restructuring and impairment charges of 5 ( f2 million 
consisting of $53) million charged to cost of operation* and 53.3 million charged to the selling, general and administrative expenses. 

In 2003. pretax restructuring and impairment charges of Sl 7 .8 million were recorded, consisting of STI million charged to cost of operations and 
510. million charged to selling, general and administrative expenses. Pretax restructuring and impairment charges of $26/1 million were recorded 
in 2001. consisting of 55.0 million charged to cost of operations and 520.5 million charged to selling, general and administrative expenses. 

lo take advantage of its strong brand names and overall breadth of product, the ( ompany has initiated a stores development program in order to 
gam better control and ro accelerate the growth rate of its retail distribution. I bis program will expand the number of stores dedicated to selling 
exclusively the (.ompanvs brands. ( urrently, there are 220 dedicated stores, nine of which are owned by the ( ompany. with a long-term goal of 
over 400 stores, many of which may be owned In the Company. 










Management s Discussion ami Analysis of Remits of Operations and financial ( onditwn 


Results of Operations 

U .in aid to mult:standing, the ('ompanv* results nt operations ori a comparative basis, the following table has been prepared to set forth certain 
statements ««l operations and other data for 200't. 2003. and 2002. 


Year Faded December 31, 

2004 2003 2002 


(Dollars in millions> 

Dollars 

% of 

Net Sales 

Dollars 

% of 

Net Sales 

Dollars 

% of 
Net Sales 

Net sales 

$2,447.4 

100.0% 

$2,434.1 

100.0% 

$2,458.8 

100.0% 

Cost of operations 

1,781.0 

72.8 

1,777.8 

73.0 

1,782.8 

72.5 

Selling, general and administrative expenses 

461.7 

18.9 

440.3 

18.1 

424.3 

17.3 

Depreciation and amortization 

49.0 

2.0 

50.9 

2.1 

49.3 

2.0 

Earnings from operations 

155.7 

6.3 

165.1 

6.8 

202.4 

8.2 

Interest expense 

15.3 

0.6 

19.4 

0.8 

21.7 

0.9 

Other income, net 

2.3 

0.1 

3.5 

0.1 

3.7 

0.2 

Earnings before income tax expense 

142.7 

5.8 

149.2 

6.1 

184.4 

7.5 

Income tax expense 

51.1 

2.1 

54.6 

2.2 

65.6 

2.7 

Net earnings 

$ 91.6 

3.7% 

$ 94.6 

3.9% 

$ 118.8 

4.8% 

Earnings per common share - diluted 

$ 1.66 


$ 1.68 

— 

$ 2.11 


Gross profit 

$ 628.5 

25.7% 

S 614.8 

25.3% 

$ 633.6 

25.8% 


1 be < bcJievi-, i!« .t j;rt0.v profit pn.vi.io UK’iul infiirrruiioti .• imunanc v Iin.11u.i4l |»cU 

operation* .mil the jmrtM.. • if ilcjin » i.un>n uicd wnh c«»M nf m»!«I Irrmi nil saliu 

■uiiuiiu < ,'rcK\ tnulii fu» 

• been caUul.uctl bv \ub rating cent ui 

Year Ended December 31, 


(Dollars in millions) 

2004 

2003 

2002 

Net sales 

S 2,447.4 

$2,434.1 

$2,458.8 

Cost of operations 

1,781.0 

1,777.8 

1,782.8 

Depreciation (associated with cost of goods sold) 

37.9 

41.5 

42.4 

c rross profit 

$ 628.5 

$ 614.8 

$ 633.6 


Year Ended December 31, 2004 Compared to Year Ended December 31, 2003 

Net sales for 200 t were 32. w » million, essentially unchanged from $2,434.1 million reported for 2003. 200 ♦ was the fourth consecutive 
difficult w ar for the residential furniture industry primarily due to weak consumer demand for furniture I he (Company was also negatively 
impacted bv rlu bankruptcy of a major customer (Breuncrs) ar mid-vear which resulted in the loss ol over $40.0 million in annual sales volume. 

( ost of operation* for 200 i was SI."81.0 million compared to S1. T ^ T .8 million in 2003. (.ost of operations as a percentage of net salts decreased 
from ~3.0‘ , i. for 20(D ro tor 200 e Ihc decrease in cost of operations as a percentage of net sales was due to the ncrea.se in imported 

product partially offset by a decrease in domestic capacity utilization and increases in raw material prices. 

Selling, general and administrative expenses inc.te.ised to $461.7 million in 2004 from $440.3 million in 2003. As ■> per outage of net sales, fhese 
expenses increased from 18.1‘b* in 2003 t<> 18.9°ii in 200i I he increase was due to additional bad debt expense' related m the Brenners bankruptcy, 
increases in pension expense (due primarily to actuarial assumption changes), advertising and professional fees, partially offset bv reduced asset 
impairment and restructuring charges. 




















Management < Discussion and Analysis of Results of Operations and Financial Condition 


Interest expense lor 2004 totaled $15% million compared to Si 0.4 million in 2003. I he decrease in interest expense reflects the Company’s 
long-term debt redaction program and lower interest rates. 

Other income net for 2004 totaled S2.3 million compared to $3.5 million tor 2003. For 2004. other income consisted of interest on short-term 
investments and notes receivable of $1.1 million and other miscellaneous income and expense items totaling $1.2 million. 

Income tax expense lor 2004 totaled $51.1 million, producing an effective tax rate of 33.8% compared with an effective tax rate of 36.6% for 
2003. I he decrease in the effective tax rate for 2004 was the result of increased research and development credits and reduced state income taxes. 

burnings per common share on a diluted basis were $1.00 and $1.08 for 2004 and 2003. respectively. Weighted average shares used in the calculation 
of earnings per common share on a diluted basis were 3S.210.S72 in 2004 and S6.2SS.788 in 2003. The reduction in average shares was due to the 
impact of stock repurchases during 2004. No stock repurchases occurred in 2003. 

C.ross profit for 2004 was $628.S million compared with $614.8 million for 2003. an increase of 2.2%. The increase in gross profit margin from 
23.3% in 2003 to 25. % in 2004 was primarily due to an increase in imported product partially offset by a decrease in domestic capacity utilization. 

Year Ended December 31, 2003 Compared ro Year Ended December 31, 2002 

Net sales for 2003 were $2,434.1 million compared to 32,438.8 million in 2002. a decrease of 324." million or 1.0%. 2003 was the third consecutive 
difficult year for the residential furniture indusm primarily due to weak consumer demand for furniture - particularly at the upper-end price 
points. I lowever, positive comparisons were achieved during the latter part of the year as consumers reacted favorably to better economic conditions 
and financial markets 

( ost of operations tor 2003 was 31. .8 million compared to 31,"82.8 million in 2002. Cost of operations as a percentage of net sales increased 

from ”’2.3% tor 2002 to 73.0% for 2003. I'hc increase in cost of operations as a percentage of net sales was due to S~1 million of restructuring 
charges in 2003 as well as the residual effects of lowering domestic manufacturing capacity to meet sourcing requirements. 

Selling, general and administrative expenses increased to 5440.3 million in 2003 from $424.3 million in 2002. As a percentage of net sales, these 
expenses increased from 1 .3% in 2002 to 18.1% in 2003. The increase was due to 510.7 million in asset impairment and restructuring costs 
recorded in 2003. Other major expense increases included pensions (due primarily to actuarial assumption changes) and advertising (to promote 
the Company'* various brands). 

Interest expense lor 2003 Totaled $10.4 million compared to 321.** million in 2002. I'hc decrease in interest expense reflects the ( ompanvs long-term 
debt reduction program and lower interest rates. 

Other income, net for 2003 totaled $3.3 million compared to S3." million for 2002. For 2003, other income consisted of interest on short-term 
investments and notes receivable of $0." million and other miscellaneous income and expense items totaling $2.8 million. 

Income tax expense for 2003 totaled $34.6 million, producing an effective tax rare of 36.6% compared with an effective tax rate of 33.6% for 
2002. I he increase in the effective tax rate for 2003 was the result of reduced state income tax credits derived from certain industrial revenue 
bonds, which the Company is repaying according to established amortization schedules. 

barnings per common share on a diluted basis were $1.68 and $2.1 1 for 2003 and 2002. respectively Weighted average shares used in the calculation 
of earnings per common share on a diluted basis were S6,255, T 88 in 2003 and 36.386,827 in 2002. The reduction in average shares was due to the 
impact of stock options using the treasury method of calculation. No stock repurchases occurred in 2003 or 2002. 

Cross profit for 2003 was $614.8 million compared with $633.6 million lor 2002, a decrease of 3.0%. T he decrease in gross profit margin from 
25.8% in 2002 to 25.3% in 2003 was primarily due to asset impairment and restructuring costs previously discussed 








Mantigemem V Pisatssmi and Anah/ts of Result* of (tyemmms awl Ji fiducial ( 'audition 


Financial Condition and Liquidity 

Liquidity 

< ash and cash equivalents .it December 31,2004 totaled $31.2 million compared to $ 7 1. 7 million at December 31. 201 3. I«>r 2004, net cadi 
provided by operating activities totaled $107.3' million. Net cash used In investing activities totaled $22$ million. Net cadi used h\ Financing 
activities totaled $103.3 million. 

Working capital was S '11.1 million at December 31.2004 compared to $ *0 3.2 million at December 31 2003 I he current ratio was t.O to-1 at 
December 31. 200 m compared tn 4 M-us-1 at Dev ember 31.2003. 

At December 31.200 i long-term debt totaled $302.4 million compared to $303.2 million at December 51,2003. I he Company > debt-to 
capitali/ation ratio was 2 i.O^o at December 31.200 m compared to 23.0'%. ar December 31. 2003- Fhe company has completed its deleveraging 
program except lot required amortization of certain industrial revenue bonds. 

Financing Arrangf.mf.nts 

lo meet short-term iapit.il and other Financial requirements, the I omp.mv maintains a $$30 0 million revolving credit facility with a group of 
financial institutions. I lie revolving credit facility (which was refinanced oil December 18. 2003) allows tor the issuance of letters of credit and cash 
borrowings, letter "i credit outstandings are limited to no more than $1$0.0 million, with cash borrowings limited only by the facility s maximum 
availability less letters of credit outstanding. On December M. 2004, there ware $5tMJ.O million in cash borrowings and M9.0 million in letters of 
credit outstanding, leaving an excess of $231.0 million available under the facility lor future liquidity needs. 

( ash borrowings under the revolving credit facility bear interest at a base ran or ar an adjusted l umdollar rate plus an applicable margin which 
varies, depending upon the tvpe of loan the Company executes. I Ik applicable margin over the base rare and f umdollar rale is subject ro 
adjustment based upon achieving certain credit ratings. At December 31,200 i. loans outstanding under the revolving credit facility consisted of 
$300.0 million bused on the adjusted 1.umdollar rate which in conjunction with the interest rate swaps described below, umlci ‘Market Kisk . haw 
a weighted average interest rate of 4.0*i°i*. 

The Company believes that its revolving credit facility, together with irs historically strong cash generation from operations, will he adequate to 
meet liquidity requirements for the foreseeable future. I hise ivmii rente nts would include normal, historical capital expenditure levels as well as the 
( otnpatn s recentlv implemented c.tsli dividend program. I he billowing table summarizes the cash payments related to the l omparty s outstanding 
contractual obligation-: 



Less 



More 



than l 

1-3 

4-5 

than 5 



year 

years 

years 

years 

Total 

I ong-term debt obligations 

$ 0.8 

$ 1.6 

$300.8 

s — 

$303.2 

Operating lease obligations (net of subleases) 

25.2 

44.7 

35.3 

60.8 

166.2 

Purchase obligations 

— 

— 

— 

— 

— 


$26.0 

$46.3 

$336.3 

$60.8 

$469.4 


the i wtitjMnv t. m„i i | * 4 r i. i 'iiq; u <” >npj»lv . vs»rti tcvpcCf tc» iln.- pUrclunc ,»f ruw maicrub or linishttl 
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Other 

Market Risk 


] he t .omp.mv i> expend to market risk from changes in murresi rates. 1 he l inmpUm k exposure to i merest me risk consists of ils floating rare 
revolving credit facility. J Ills risk is managed using interest rate swaps to fix a portion til die l.ompitnys floating rale lung term debt. ('urrrntl) 
in it rest rate swaps fix the rale on die enure outstanding ha.la.iiee on the revolving ctedi I facility. rhcreluiv. an increase in interest rates would have 
no impact on the ( ompanyk net earnings. 

Funded Status of the Defined Benefit Pension Plan 


As ol J December M, 21X11, the Xcumulated benefit obligation of the tamipauyk defined benefit pension plan exceeded the lair value nf the plans 
asseis. As a result, the minimum pension liability increased In fflfclf milhon. hn.il niimniiini peiiMou llahilin at Den-mbiT 3d 2UfH was > Sq.ft 
til ill inti, S3 h, 1 million,, net of tax. I he after tax charge \s recorded a.> a component of other comprehensive income (expense!. 

Critical Accounting Policies 


1 he preparation ol financial statements in contorriuiv with L ,S, generally .n cep ted .luountinp pniluples require* management to make estimates 
and assumptions that affect the reported amounts of ,issci% and liabilities and disclosure of contingent assets anti liabilities at the date ol the 
financial statements and the reported amounts ol revenues and expenses during the reported period. Actual results are likely to differ I mm 
those estimates, hut management believes such differences are not significant. 

Revenue Recognition — I he l om party reeogni/e.s revenue (sales! when I unshed goods are shipped-, with appropriate provisions for returns and 
micollcctilde accounts. Shipping revenues have historicalEv been netted against related expenses, We have reclassified these revenues to net sales, 
increasing nei sales and cost of Operations by S'2.1 million, xon. i million and 3ft 1.1 million in 2fH>■ i. 2(M>3 and 2002. respectively, j his 
tedasdiRation had no impact on earnings, 

Allowance tot Doubtful A ermines — l he C.ompajiy maimains an allowance lor doubtful amounts lot estimaied losses resulting from (he inability 
of the l ompattvA customers to make required payments. I he allowance lor douhtful accounts is based upon the review of specific customer 
aceourn balances and an overall aging of ihv accouttts receivable. 

Inventories — Inventories are stated at the lower of cost (first-m. boa-out) or marker. Inventories are regularly reviewed for obsolescente and 
appropriate adjustments recorded, if necessary, to insure their value is recoverable 

1 oug-hved Assets — t ting lived ucserS, which con cist primaiih of goodwill, iradcmarks and proper iv. plant and equipment, are reviewed for impairment 
wileiicvei evenic m t lunge-. in business ciicumsi.un es mdkaie ihe tarrying values ol die .Lewis m.u not Ik recoverable. Impairment losses are rccogm/v-d 
It expected luiurt* cash Hows of the related assets are less than the earning value. 

Retirement Rians — I he t..cimpuny uses various assumptions to calculate retirement plan expenses and obligations, I'hese assumption* include the 
discount rate, expected return on plan assets and rate of compensation increases. I he t ompanv believes the assumptions; used are reasonable, 
however, differences in actual experience or a change in assumptions would impact the t a knitted obligation aiid hi in re expenses, bur example, a 
2^ basis point reduction in the discount rate woiihl increase the acxunuikited berieht obligation by Sid.ft million and result in an additional charge 
bict ol tax bettefhs) to shareholders equitv ol Sft.2 mi Ilium 
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Recently Issued Statements of Financial Accounting Standards 

In December 2(K)h. die I uuiki.iI AccountingStandards Board fFASB) issued Statement of Financial Accounting Standards < S FAS) No. 123 
(revised 2(10 i). Share-Based Payment Fhis statement is a revision o(*>1 AN No. 1 23. Accounting.for Stock-Based Compensation and supersedes 
APB (ipinion No. 23 Accounting tor Stock Issued to F.mployees SFAS No. 123 (revised 2004) establishes standards lot the accounting lor 
transactions in which an entity exchanges its equity instruments for goods or services. The statement is effective a'; til the beginning ol the first 
interim or annual reporting penial that begin* after June IS, 2003. Although management has not vet determined the final impact that M AS No. 
123 (revised 200u. will have on the < ompanys financial position and results of operations, it is not anticipated that the impact will he materially 
different than the effect disclosed m Note 2 in the Notes to Consolidated Financial Statements; 

In November 200-1. the I A,SB issued SI AS No. |3f. Inventory ( osts an amendment of Accounting Research Bulletin (ARB) No. i V ( Chapter o 
I his statenum i larifu* rite accounting lot abnormal amounts ol idle f.u ility expense, freight, hand ling costs, and wasted material (spoilage* b\ 
requiring that rhev be recognized as current-period charges. In addition, this statement requires that allocation of fixed prt citation overhead ro 
inventors he based on the normal capacity of the production facilities. We arc currently evaluating rhe impact, if am. that adoption *>l SI AS No. 

131 will have on the t oiupaitv s financial position and results of operations 

In December 2003. the I YSB issued a rev ises! FASB Interpretation No. i FIN) 40. Consolidation of Variable Interest Fmitics. I IN' 0> clarifies the 
application oi ARB No. 3 |. ( onsolidared Financial Statements, to certain entities in which equity investors do not have the characteristics of a 
controlling financial interest oi do not have sufficient equity ar risk tor rhe entity to finance its activities without additio utl subordinated financial 
support. I he stateiivtrm is effectivi for financial statements issued after I December 31. 2003. I he Company has not created any variable interest 
eruitic* and the adoption ol 1 IN No. will have no impact on the ( ompany's consolidated financial statements. 

Outlook 

Sales expectations tor the first quarter reflect the current weakness in incoming orders compared to a strong year ago period, flic ( ompany expects 
first quarter sales to he down in the mid-single digits from last year’s record performance and diluted net earnings per common share to he ar me 
lower end of the range given at the end of January. 

Forward- l .ooking Statements 

Flu ( ompany herein has made forward looking statements within the meaning of the “safe harbor provisions of the Private Securities I itigution 
Reform Act of 1903. | hese forward looking statements include the .Company's expected sales, earnings per share, profit margins, and cash flows, 
the effects nf certain manufacturing realignments and other business strategies, the prospects lor the overall business environment, and other statements 
containing the words 'expects, 'anticipates, “estimates, “believes.” and words of similar import. Fhe ( ompany cautions investors that any such 
Forward-looking statements an not guarantees of future performance and that certain factors may cause actual results to differ material!) from those 
in the forward looking statements. Such factors include, hut are not limited to: changes in economic conditions; loss of market share due to 
competition: failure to anticipate or respond to changes in consumer tastes and fashion trends; failure to achieve projected mix of product sales: 
business failures of large customers: distribution and manufacturing realignments and cost savings programs: increased reliance on offshore (import) 
sourcing of various products: fluctuations m the cost, availability'and quality of raw materials: product I lability' uncertainty: impairment of goodwill 
and othet intangible assets and ability to open and opperatc new- retail stores successfully Other risk factors may be listed from time to rime in the 
( (unp.un s future public releases and NFC reports Please refer to the ( ompanys Annual Report on Form 10 k tor a more detailed explanation of 
the t ompam s risk factors. 







(.umoluLiteA HiiLitu t Sheets 



December 31, 

December 31, 

(Dollars in thousands) 

2004 

2003 

Assets 



Current assets: 



Cash and cash equivalents 

$ 51,248 

$ 71,668 

Receivables, less allowances of $20,919 ($19,378 at December 31. 2003) 

374.733 

366.448 

Inventories (Note 4) 

444,828 

414,684 

Deferred income taxes 

28,044 

25,563 

Prepaid expenses and other current assets 

9,272 

7,689 

Total current assets 

908,125 

886.052 

Property, plant and equipment: 



Land 

20,711 

21.742 

Buildings and improvements 

258.493 

251.814 

Machinery and equipment 

403,392 

400,375 


682.596 

673,931 

L.ess accumulated depreciation 

397.623 

363.368 

Net property, plant and equipment 

284.973 

310,563 

Goodwill (Note 5) 

183.097 

183.789 

Other intangible assets (Note 5) 

169,671 

169.671 

Other assets 

41,893 

28,184 


$1,587,759 

$1,578,259 

l iabilities and Shareholders’ Equity 



Current liabilities: 



Accounts payable 

$ 85.363 

$ 83.584 

Accrued employee compensation 

28.521 

29,317 

Other accrued expenses 

83.126 

69,918 

Total current liabilities 

197.010 

182,819 

Long-term debt (Note 6) 

302,400 

303.200 

Deferred income taxes 

78,305 

69,796 

Other long-term liabilities 

52,561 

55.542 

Shareholders’ equity: 



Preferred stock, authorized 10,000,000 shares, no par value - issued, none 

— 

— 

Common Stock, authorized 200,000,000 shares, $1.00 stated value - issued 36,482,541 



shares at December 31,2004 and 56.277,066 shares at December 31. 2003 (Note 7) 

56,483 

56,277 

Paid-in capital 

226,602 

221.388 

Retained earnings 

789,856 

726.932 

Accumulated other comprehensive income (expense) (Note 10) 

(31,076) 

(31.446) 

Treasury stock at cost (3.266.456 shares at December 31,2004 and 330,409 



shares at December 31,2003) 

(84.382) 

(6.249) 

Total shareholders’ equity 

957,483 

966,902 


$1,587,759 

$1,578,259 


Vi 4U 
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(Dollars in thousands except per share data) 

2004 

Year Ended December 31, 

2002 

Net sales 

$2,447,430 

$2,434,130 

$2,458,836 

Costs and expenses: 

Cost of operations 

1,781.037 

1,777.814 

1,782,841 

Selling, general and administrative expenses 

461,687 

440,267 

424,329 

Depreciation and amortization 

49,050 

50,923 

49,266 

Earnings from operations 

155,656 

165,126 

202,400 

Interest expense 

15,314 

19.384 

21,732 

Other income, net 

2,298 

3,482 

3,756 

Earnings before income tax expense 

142,640 

149.224 

184.424 

Income tax expense (Note 8) 

51,073 

54,651 

65.593 

Net earnings 

S 91,567 

$ 94,573 

$ 118,831 

Earnings per common share - basic (Note 7) 

$ 1.68 

$ 1.70 

$ 2.14 

Earnings per common share - diluted (Note 7) 

$ 1.66 

$ 1.68 

$ 2.11 
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('omolidiiteti Statements of (.ash Flows 


Year Ended December 31. 


(Dollars in thousands) 

2004 

2003 

2002 

Cash flows from operating activities: 




Net earnings 

$ 91,567 

$ 94,573 

$118,831 

Adjustments to reconcile net earnings to net cash provided 




by operating activities: 




Depreciation and amortization 

49,050 

50,923 

49.266 

Other, net 

2,048 

10,352 

(1,345) 

(Increase) decrease in receivables 

(8,285) 

8,602 

(15,557) 

(Increase) decrease in inventories 

(30,144) 

17,420 

(62,331) 

(Increase) decrease in prepaid expenses and 




intangible and other assets 

(13,616) 

4,003 

(22,614) 

Increase (decrease) in accounts payable. 




accrued interest expense and other accrued expenses 

12,574 

(12.243) 

30,204 

Increase in net deferred tax liabilities 

6,018 

736 

16,270 

Increase (decrease) in other long-term liabilities 

(1.875) 

(1,913) 

212 

Net cash provided by operating activities 

107,337 

172*453 

112,736 

Cash flows from investing activities: 




Proceeds from the disposal of assets 

8,103 

2,495 

2,924 

Additions to property, plant and equipment 

(30,593) 

(41,451) 

(50,214) 

Net cash used by investing activities 

(22,490) 

(38,956) 

(47,290) 

Cash flows from financing activities: 




Payments for debt issuance costs 

— 

(1,709) 

— 

Additions to long-term debt 

— 

300,000 

— 

Payments of long-term debt 

(800) 

(371,600) 

(79,600) 

Proceeds from issuance of Common Stock 

4,230 

— 

— 

Payments of cash dividends 

(28,643) 

(6,975) 

— 

Proceeds from the issuance of treasury stock 

8,747 

3,381 

13,521 

Payments for the purchase of treasury stock 

(88,801) 

— 

— 

Net cash used by financing activities 

(105,267) 

(76.903) 

(66,079) 

Net increase (decrease) in cash and cash equivalents 

(20,420) 

56,594 

(633) 

Cash and cash equivalents at beginning of period 

71,668 

15,074 

15,707 

Cash and cash equivalents at end of period 

$ 51,248 

$ 71,668 

$ 15,074 

Supplemental Disclosure: 




Cash payments for income taxes, net 

$ 32,577 

$ 53,296 

$ 36,807 

Cash payments for interest expense 

$ 16,202 

S 20,192 

$ 20,673 


Vr .uiMMijunvin^ Mbit's to « oiih> litl.itcvj firnuu ul M.ucmrtm, 




















( omolt dated Shite wen Is of Shareholder^ Equity and i'.omprehemive Income 


Year Ended December 31, 


(DaUars in thousands} 

Common Stock: 

2m 

2003 

2002 

Beginning balance 

$ 56,277 

S 56,277 

$ 56,277 

Stock plans activity (Note 7) 

206 

— 

— 

Ending balance 

$ 56,483 

$ 56,277 

S 56,277 

Paid-In Capital: 




Beginning balance 

$ 221,388 

$221,696 

$219,469 

Stock plans activity (Note 7) 

5,214 

(308) 

2,227 

Ending balance 

Retained Earnings: 

$226,602 

$221,388 

$221,696 

Beginning balance 

$726,932 

$639,334 

$ 520,503 

Net earnings 

91,567 

94,573 

118,831 

Cash dividends (per share: 2004 - $0,525. 2003 - $0,125) 

(28,643) 

(6,975) 

— 

Ending balance 

$789,856 

$ 726,932 

$639,334 

Accumulated Other Comprehensive Income (Expense) (Note 10): 




Beginning balance 

$ (31,446) 

$ (35,917) 

$ (5,108) 

Other comprehensive income (expense) 

370 

4,471 

(30,809) 

Ending balance 

$ (31.076) 

$ (31.446) 

$ (35,917) 

Treasury Stock: 




Beginning balance 

S (6,249) 

$ (11.875) 

$ (31,482) 

Stock plans activity (Note 7) 

10,668 

5,626 

19.607 

Purchase of treasury stock (3.431,600 shares) 

(88,801) 

— 

— 

Ending balance 

$ (84,382) 

$ (6,249) 

$ (11,875) 

Total Shareholders' Equity 

$957,483 

$ 966,902 

$869,515 


Comprehensive Income (Expense): 


Net earnings 

$ 91,567 

$ 94.573 

$118,831 

Other comprehensive income (expense), net of tax: 

Financial instruments accounted for as hedges 

6,646 

6,342 

(3,872) 

Minimum pension liability 

(5,922) 

(1,658) 

(26,512) 

Foreign currency translation 

(354) 

(213) 

(425) 

Other comprehensive income (expense) 

370 

4,471 

(30,809) 


$ 91,937 

$ 99,044 

$ 88.022 
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1. The Company 

I urnituro Brands International. Inc. (referred to herein .is the (.’otnpany”) is one of the largest home furniture manufacturers m the l nited States. 
During .ill ol the year* covered in these financial statements, the f ompartv had tour priman operating subsidiaries: Brovhill furniture Industries. 
Inc.; Lane furniture Industries. Inc.: Thumasville I urniture Industries. Inc. and I (DM furniture Industries. Inc 

Substantially all ol the < ompanys s.iles are made to unafliliatcd lurniture retailers. I he l omp.mv has a diversified customer base with no one 
customer accounting lor 10% or more ol consolidated net sales and no particular concentration ot credit risk in one economic sector, foreign 
operations and net s.iles are not material. 


2. Significant Accounting Policies 

I he significant accounting policies of the (lonipanv are set forth below 

Use of Estimates 

I be preparation ol financial statements in conformity with l V generally accepted accounting principles requires management to make estimates 
and assumptions that a Beet the reported amounts of assets and liabilities and disclosure ol contingent assets and liabilities at the date of the 
financial statements and the reported amounts ol sales and expenses during the teported period. Actual results are likelv to differ from those 
estimates, hut management believes such differences are not significant. 

Principles of Consolidation 

I lie consolidated financial statements include the accounts tit the ( omp.iny and all ol its subsidiaries. \|l material intercompany transact ions arc- 
eliminated in consolidation. I he Company s fiscal year ends on December II. flic operating companies included in the consolidated financial 
statements report their results of operations as of The Saturday closest to December 31 Accordingly, the results of operations will periodically 
include a 53-wcelc fiscal year, fiscal wars 2004 and 2002 were 52-week wars and fiscal wear 2003 was a 53-week war. 

Cash and Cash Equivalents 

I he Company considers all short-term investments with an original maturity ot three months or less to he cash equivalents. 

Inventories 


Inventories arc stated at the lower of cost llirst in. litst-out) or market. Inventories .ire regularly reviewed tor obsolescence and appropriate 
adjustments recorded, if necessary, to insure their value is recoverable. 

Property* Plant and Equipment 

Property, plant and equipment are recorded at tost when acquired. Depreciation is calculated using both accelerated and straight line methods 
based on the estimated useful lives of the respective assets, which generally range from 3 to 45 vears lor buildings and improvements and from 3 
to 12 years for machinery and equipment. Long-lived assets are reviewed for impairment whenever events or changes m business circumstances 
indicate the carrying value ol the assets may not be recoverable. Impairment losses are recognized if expected lutwre c.idi flows ot the related assets 
are less than their carrying value. 
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Intangible Assets 

Intangible .is sc is consist ol goodwill and trademarks. I.tfecttvc with the ( nmpanys adoption of Statement ol I manual Accounting Standards 
(STAS) No 1 »2. ■( roodwill anil Other Intangible Assets.’ on l inuary !. 2002. goodwill and intangible assets with indeiinitc lives are no longer 
amortized, but instead tested tor impairment. Prior to adoption ot M AS No. 142, giMnlw ill and trademarks were amortized on a straight-line basis 
over 20 to lO-vt ar periods. Intangible assets are reviewed lor impairment annually or whenever events or changes in business circumstances indicate 
the carrying value of the assets may not be recoverable. Impairment losses are recognized il tuiure cash Hows ot the related assets are less than their 
earn’mg values. 

Fair Value of Financial Instruments 

I he C ompain considers the carry ing amounts ot cash and cash equivalents, receivables, and accounts payable to approximate fair value because ot 
the short maturity ol these financial instruments. 

Amounts outstanding under long term debt agreements are considered to be carried on the financial statements at their .summed lair values 
because thev accrue interest at rates which generally fluctuate with interest rate trends. 

Fhe ( nmpam periodically uses interest rate swap agreements (derivative financial instruments) to hedge risk associated with its floating rate 
long-term debt. I‘inter M AS No. 133. Accounting for Derivative Instruments and Hedging Activities, each derivative instrument is recorded on 
the balance sheet as an asset or liability with any gain or loss recorded as a component of accumulated other comprehensive income (expense until 
recognized in earnings. I he lair value ol the swap agreements is based upon quoted market prices. I he net amount to be paid or received under the 
interest rate swap agreements is recorded as a component ol interest expense, fhe fair value of rhe interest rate swap agreements is included in other 
assets as of December 31. 200t and other long-term liabilities as of December 31. 2003. 

Revenue Recognition 

I he ( ompany recognizes sales when finished goods are shipped, with appropriate provisions lor returns and uncollectible accounts Shipping 
revenues have historically been netted against related expenses. We have reclassified these revenues to net sales, increasing net sales and cost of 
operations by $~2.1$$. $00.302 and $61,127 in 2004. 2003 and 2002. respectively. This reclassification had no impact on earnings. 

Advertising Costs 

Advc i using production costs are expensed when advertisements are first aired or distributed. Total advertising costs for 200-4. 2003 and 2002 were 
SS2.0S0. $'"'.124 and $72,243. respectively. 

Income Faxes 

Deterred tax assets and liabilities are recognized lor rhe estimated future tax consequences attributable to differences between the financial statement 
carrying amounts <ii existing assets and liabilities and their respective tax bases, I >efcrred tax assets and liabilities are measured using enacted tax 
rates in effect for the year in which those temporary differences are expected to be recovered or settled. The effect of a change in tax rates on 
deterred tax assets ami liabilities is recognized as income tax expense (benefit) in the period that includes the enactment date. 
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Stock-Based Compensation 

I he t omj».tn\ accounts lor stock-based compensation using* t lie intrinsic value met hud as prescribed In \ccuttnting Principles Board Opinion 
No. 24. Accounting lor Stock Issued to I mplovees Had compensation cost for the ( nmpanv’s stock based compensation plan been determined 
consistent with M AN No, 124. Accounting lor Stock Based (.ompettsuunn, the* t ompariv s net earnings and net earnings per share would have 
been as follows: 


Year Ended December 31, 



2004 


2003 

2002 

Net Earnings 





As reported 

$91,567 

$ 94,573 

$118,831 

Deduct: Stock based employee compensation expense determined 





under fair value based method, net of income tax benefits 

4,729 


5,276 

5.292 

Pro forma 

$86,838 

$ 89.297 

$113,539 

Earnings per share - basic: 





As reported 

$ 1.68 

$ 

1.70 

$ 2.14 

Pro forma 

S 1.59 

$ 

1.60 

$ 2.05 

Earnings per share - diluted: 





As reported 

S 1.66 

$ 

1.68 

$ 2.11 

Pro forma 

S 1.58 

$ 

1.60 

$ 2.02 

I he weighted average fair value of options granted is estimated as of the date of 

grant using the Bl.ick-Sclu 

»ks option pricing model 

with the 

following weighted average assumptions; 

2004 


2003 

2002 

Risk free interest rate 

3.2% 


3.0% 

4.3% 

pjcpected dividend yield 

1.7% 


0.0% 

0.0% 

Expected life (years) 

6.0 


6.0 

6.0 

Expected volatility 

50.8% 


50.0% 

49.0% 


In December 2004. the Financial Accounting Standards Board (FASBl issued M AS No. 124 (revised 20(14). Share Based Payment. I his statement 
is a revision ol SI AS No. 1 23 . and supersedes APB Opinion No. 2N SPAS No. 124 (revised 200-H establishes standards for the accounting lor 
transactions in which an entity exchanges its equity instruments tor goods or services. 1 he statement ts effective as ol the beginning ol the lirsi 
interim or annual reporting period that begins alter June IS. 2004. Although management has not vet determined the lin.it impact that M AS No. 
124 (revised 200-4) will have on the (.ompanvs financial position and results of operations, it is not anticipated that the annual impact will be 
materially diflerem than the pro forma disclosure above. 

Reclassification 

( ertatn prior year amounts have been reclassified to conform to the current war presentation. 
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3. Restructuring and Asset Impairment Charges 

If) .’uni the ( ompanv began implementing a plan to reluct nsdomcMh manufacturing capacity. \v ot December .VI. 2004. this plan has included 
the closing "I 23 manufacturing facilities. Restructuring u ttvitv included fhc cloving of three numif.u titrtng tac ilities in 200 1 and the cltvMtu* nl 
three mumitacruring facilities and the realignment ot rvvo additional facilities in 200V \Uo included in both veal* were asset impairment charges 
related to the write-down of previously dosed facilities iri order hi accelerate 1 he* 1 r disposal. Avset impairment charges were recorded to reduce the 
tarrying value ot all idle facilities and related machinery and equipment to rhezr net realizable value. Ihc determination ot the impairment charges 
were hasetl prmtartk upon til consultations with real estate brokers retained to assist the t ompanv in disposal efforts and (ii‘ proceeds from recent 
sales nl ( ompanv facilities and the market prices being obtained tor similar long-lived assets. 

Restructuring and asset impairment charges were as lollows: 

Year bided December 31, 



2004 

2003 

2002 

Restructuring charges: 




Costs to shutdow n, cleanup and vacate facilities 

$1,848 

$ 4.787 

— 

One-time termination benefits 

669 

2.331 

— 

Inventory writedowns 

4,678 

434 

— 


7,195 

7.552 

— 

Impairment charges 

2,054 

10,301 

— 


$9,249 

$17,853 

— 

Cost of operations 

$5,953 

$ 7.151 


Selling, general and administrative charges 

3.296 

10.702 

— 


59,249 

$17,853 

— 


Uk .1 1 estate with a avryitig ahu ot S >.301 and S'*.22 1 was included in other assets «*• of December 31. 2004 and 200 V respectively. 1 here were no 
restructuring charges included in other accrued expenses at I tec ember 31.200 i and 200 V 

4. Inventories 


Inventories are summarized as lollows 



December 31, 

December 3 /. 


2004 

2003 

Finished products 

$268,170 

$252,582 

Work-in-process 

49.362 

52.513 

Raw materials 

127,296 

109.589 


$444,828 

$414,684 
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5. Goodwill and Other Intangible Assets 


Goodwill and other intangible assets include the following: 


Goodwill 

Less: accumulated amortization 

December 31, 

2004 

$265,835 

82.738 

December 31. 
2003 

$266,527 

82,738 

$183,789 

Goodwill 

$183,097 

Trademarks and trade names 

$206,179 

$206,179 

Less: accumulated amortization 

36,508 

36,308 

Other intangible assets 

$169,671 

$169,671 


On lanuarv I, 2002. the ( ompany adopted SI AS No. 142. Goodwill and Other Intangible Assets'. ''I AS No. 142 requires that goodwill and 
other intangible assets with indefinite lives no longer lx* amortized, but instead be tested annually (or impairment or whenever events or changes in 
business circumstances indicate the carrying value ol the assets may not be recoverable. No impairment was recorded in 2004 or 2003, 1 he 
t a mi pane's other intangible assets consist of trademarks and trade names all basing indefinite lives. 

6. Long-Term Debt 

I ong-tiTtu debt connisi-. ol the billowing: 


December 31, December 31, 

2004 2003 

Revolving credit facility (unsecured) $300,000 $300,000 

Other 2,400 3.200 

$302,400 $303,200 



















Notes to ( omolt(Litcd f inancial Statements 

Ikilltn tn thmuirtdi except per >h<trr ,Uta} 


Ihe following disi.its.sion summarizes certain provisions of the long-term debt. 

Revolving Credit Facility 

i hi December )8, 2003. the t ompany refinanced its revolving credit facility with a group ol financial institutions. The new facility is an unsecured 
revolving uvdit facility with a commitment ot $550,000 and a maturity date ol June ”, 2008. ’Ihe facility allows lot issuance ol letters ul credit and 
cash borrowings. I etters ol credit outstanding are limited to no more than 51 50,000, with cash borrowings limited only hv the facility's maximum 
availability less tetceis.ol credit outstanding. 

( Currently, lot letter of credit issuances. a fee of 1.00% per annum (subject to incrcase/dccreuse based upon the ( ompam achieving certain credit 
ratings Irom Standard c\ r Poor s and Moody’s) is assessed for the account ol the lenders ratably. 5 further fee of 0. 1254 m s assessed on standby letters 
ol credit representing a facing lee. A customary administrative charge lor processing letters of credit is also payable to tb relevant issuing bank. 

I etter ol credit fees are payable quarterly in arrears. 

C ash borrowings under the revolving credit facility bear interest at a base rate or at an adjusted Lurodollar rate plus an applicable margin which 
varies, depending upon the type of loan the ( ompany executes. I he applicable margin over the base rate and adjusted I urodollar rate is subject to 
adjustment based upon achieving certain credit ratings. \t December U, 2004, loans outstanding under the revolving credit f.wilitv consisted of 
S UM).000 based on the adjusted lurodollar rate, which in contuneiion with the interest rate swaps have a weighted avenge interest rate of 4.04%. 

At December >L 200 i. there were 5300,000 ol cash borrowings and 510.018 in letters of credit outstanding under the revolving credit facility, 
leaving an excess of S2U)3>S2 available for future liquidity needs, 

Ihe revolving credit facility lias no mandatory principal payments; however, the commitment matures on |unc 7, 2008. The facility requires rhe 
('ompam to meet certain financial covenants including a minimum consolidated net worth ($875,000 as of December 31, 2004 and 5000,000 
thereafter * and maximum leverage ratio (ratio of consolidated debt to consolidated FBI I DA (as defined in the credit agreement) of 2.75 to 1). In 
addition, the facility requires repayment upon the occurrence of j change of control of the C ompany. As of December 31, 2004, the ( ompany was 
m compliance with all financial covenants. 

Other 

Other long-term debt consists of industrial revenue bonds with an interest rate of “70%. 

Interest Rate Swap Agreements 

In Mav 2004, in order to reduce the impact of changes in interest rates on its floating rate long-term debt, rhe < 'ompany entered into three interest 
rate swap agreement each having a notional amount of $100,000 and a termination date in May 200“'. The ( ompany pays rhe counterparties a 
fixed rate of 2.55% per annum and receives payment based upon the floating three month LIBOR rate. 
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7. Common Stock 

I he Company s restated certificate ol incorporation include* authorization to issue up to 200 million shares pi ( 'omnion Stock with a Si.00 per 
share stated value. As of December 31. 2004, 56,982.541 shares ol t .omnion Stock were issued. 

1 he Company ha* Ix-cn authorized by its Board of Directors to repurchase us (.ommon Stock from time to time in open market or private!) 
negotiated transactions, (.omnion Stock repurchases are recorded as treasury stuck and mav be used for general corporate purposes. As of 
December 31, 2009, the (’.ompany has Board ol Directors’ authorization for the repurchase of an additional $>0,000 of its (.omnion Stock 

Share* ol ( ommori Stock were reserved for the following purposes at December 31.200 t: 


Common Stock options: 
Granted 

Available for grant 


Number of Sham 


3,918.481 

1,808,975 

5,727,456 


I he Company has outstanding option grants pursuant to the 1092 Stock Option Plan and the 1990 Long-Term Incentive Plan. Phese plans ate 
administered by the Executive ( oinpens.mon and Stock Option ( otiimittcc of the Board <>1 Directors and permit certain key employees to be 
granted nonqualified options, performance-based options, restricted stock, or combinations thereof. Options must lx* issued at market value on the 
date ol grant and expire in a maximum of ten sears. 

I he (.ompany issued 9,000 and i.OOO shares of restricted stock in 2009 and 2003. respectively. The restricted shares vest over various periods from 
three to five years. I he deferred compensation cost is amortized to expense over the period ol time the restrictions are in place and the unarnortized 
portion is classified as a reduction of paid-in-capital in the ( ompanvs consolidated balance sheets. 

( Tanges in options granted and outstanding are summarized as follow s 

Year Ended December 31, 

20(Ei 2003 2002 



Shares 

Average 

Price 

Shares 

Average 

Pace 

Sharts 

Average 

Price 

Beginning of period 

4,172,909 

$21,16 

3,610,984 

$20.36 

4,298,916 

$17.55 

Granted 

574,100 

29.96 

988,300 

21.54 

425,900 

34.67 

Exercised 

(692,028) 

18.75 

(299,475) 

11.29 

(996,782) 

13.57 

Cancelled 

(136,500) 

26.15 

(126,900) 

24.80 

(117,050) 

27.16 

End of period 

3,918,481 

$ 22.70 

4,172,909 

$21.16 

3,610,984 

$20.36 

Exercisable at end of period 

2,365,656 


2,252,259 


2,038,134 


Weighted average fair 







value of options granted 


$13.28 


$10.89 


$18.08 
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Summarized information regard ini: Mock option* outstanding .tnd exercisable at December 31 2004 follows: 





Outstanding 


Exercisable 

Range of 



Average 




Exercise 



Contractual 

Average 


Average 

Prices 


Shares 

Life (Years) 

ISice 

Shares 

Price 

Up to $ 10 


11.806 

0.1 

$ 8.46 

11,806 

$ 8.46 

SI0 - *20 


1,076,600 

2.7 

15.02 

1,076,600 

15.02 

*20 - *30 


2,454.075 

6.5 

24.37 

1,064,250 

23.37 

Over $30 


376,000 

5.6 

34.23 

213,000 




3,918,481 

5.4 

*22.70 

2,365.656 

$20.44 

Weighted average shares 

Used m the com 

pucation of basic and • 

diluted earnings per common share 

tor 2004, 2003. and 2002 are as 

follows: 






Year Ended December 31, 






2004 

2003 

2002 

Weighted average shares 

used for basic earnings per common share 

54.653,995 

55,736,871 

55,506,837 

Effect of dilutive securities: 






Stock options 




565.577 

518,917 

879,990 

Weighted average shares 

used for diluted 

earnings per common 

share 

55,219,572 

56,255,788 

56,386,827 


1 \Jtided Irorn tin vompui.uiim ot diluted earnings per common share were options to purchase 948.449 and 432,600 shares at an average price <4 
$31. 1 and S3 DM per share during 2004 and 2003. respectively. I hese options have been excluded from the diluted earnings per share calculation 
because their inclusion would be antidilutive. 


8. Income Taxes 


Income tax expense is comprised of the following: 


Year Ended December 31. 



2004 

2003 

2002 

Current: 




Federal 

*40,899 

*49,124 

$45,208 

State and local 

3.443 

4,633 

3,307 

Foreign 

713 

158 

808 


45,055 

53,915 

49,323 

Deferred 

6,018 

736 

16,270 


*51,073 

$54,651 

*65,593 

I he following tabli *ei unities the differences between the fed era 

1 corporate statutory rate and the < 

’nmpany s effective income tax rate: 




Year Ended December 31, 



2004 

2003 

2002 

Federal corporate statutory rate 

35.0% 

35.0% 

35.0% 

State and local income taxes, net of federal tax benefit 

1.8 

2.1 

1.2 

Other 

(1.0) 

(0.5) 

(0.6) 

Effective income tax rate 

35.8% 

36.6% 

35.6% 


o 
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1 he sources of the tax effects for temporary differences that give rise to the deferred tax assets and liabilities were as follows: 


Deferred tax assets attributable to: 

Expense accruals 

Valuation allowances 

Asset impairment charges 

Employee pension and other benefit plans 

Other 

December 31, 

2004 

$ 15,994 

15,172 

2,872 

14,207 

1,622 

December 31, 

2003 

$ 17,271 
16,605 
4,435 

11,209 

1,457 

Total deferred tax assets 

49,867 

50,977 

Deferred tax liabilities attributable to: 



Fair value adjustments 

(43,239) 

(43.938) 

Other intangible assets 

(28,973) 

(26,714) 

Depreciation 

(15,840) 

(12,751) 

Inventory costs capitalized 

(2,253) 

(2,170) 

Other 

(9,823) 

(9,637) 

Total deferred tax liabilities 

(100.128) 

(95,210) 

Net deferred tax liabilities 

$(50,261) 

$(44,233) 


9. Employee Benefits 

I he ('nmpjrn sponsors or contributes to retirement plans covering substantially all employees The total cost of all plans tor 2004, 2003. and 2002 
was $ 16.947, $10,678; and $7,075. respectively. 

Company-Sponsored Defined Benefit Plans 

Employees are covered primarily by noncomributorv plans, funded by < Company contributions to trust funds, which are held for the sole benefit of 
employees. Cash contributions to the trust funds durtng 2004 and 2003 were $13,000 and $10,000, respectively. The ( nmpany does not expect to 
make an additional cash contribution during 200$, Monthly retirement benefits arc based upon service and pay with employees becoming vested 
upon completion of five years of service. Annual plan benefit payments to retirees and/or beneficiaries are expected to approximate $24,000 for the 
next ten years, 

l lie investment objective of the trust funds is lo ensure, over the long-term life of the trusts, an adequate asset balance to support the benefit 
obligations to participants, retirees and beneficialics. In meeting this objective, the Company seeks to achieve investment returns at or above selected 
benchmarks consistent with a prudent level of diversification. The Company retains registered investment advisors to manage specific asset classes. 
Investment advisors are selected from established and financially sound organizations with proven records in managing funds in the appropriate 
asset class. Investment advisors are given strict investment guidelines and performance benchmarks. 

Annual cost for defined benefit plans is determined using the projected unit credit actuarial method. Prior service cost is amortized on a straight-line 
basis over the average remaining service period of employees expected to receive benefits 

It is the C ompany s practice to fund pension costs to the extent that such costs are tax deductible and in accordance with I RISA 1 be assets of the 
various plans include corporate equities, government securities, corporate debt securities and insurance contracts. I he following table summarizes 
the funded status of the C ompany-sponsored defined benefit plans. 
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December 31, 

December 31, 


2004 

2003 

Change in projected benefit obligation: 



Projected benefit obligation beginning of year 

$385,853 

$349,284 

Service cost 

12,411 

11.521 

Interest cost 

24,429 

23,795 

Plan amendments 

1.37? 

184 

Actuarial loss 

14,833 

20,300 

Benefits paid 

(20,589) 

(19.231) 

Projected benefit obligation — end of year 

5418,314 

$385,853 

Change in plan assets: 



Fair value of plan assets beginning of year 

$327,643 

$292,149 

Actual return on plan assets 

25,119 

43,443 

Employer contributions 

16.276 

11,282 

Benefits paid 

(20,589) 

(19,231) 

Fair value ol plan assets - end of year 

$ 348,449 

$ 327,643 

Funded status 

$ (69,865) 

$ (58.210) 

Fair value adjustment 

(11,309) 

(12,800) 

Recognition ol minimum liability 

(54,634) 

(45,145) 

Unrecognized net actuarial loss 

97,859 

84,503 

Unrecognized prior service cost 

2,127 

1,094 

Accrued pension cost 

5 (35,822) 

$ (30,558) 

Accumulated benefit obligation 

$386,603 

$356,421 


1 he l.iir value adjustment relates to the ( omp.ui) > 1992 reorganization 
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J he ivsei allocations lor the t .ompanv >, defined benefit plaits are a> follows 


Equity securities 
Debt securities 



Percentage of Plan Assett 
December 31, 

December 31, 

Target 

2004 

2003 

55.0% 

53.4% 

55.5% 

o.0% 

46.6% 

44.5% 

100.0% 

100.0% 

100.0% 


Net periodic pension expense lot 200*1. 2003. arid 2002 included the following components: 


Year Ended December 31, 



2004 

2003 

2002 

Service cost-benefits earned during the period 

$ 12,411 

S 11,521 

$ 11,033 

Interest cost on the projected benefit obligation 

24,429 

23,795 

23,378 

Expected return on plan assets 

(27,004) 

(28,725) 

(30,544) 

Net amortization and deferral 

3,706 

m 

(1.736) 

Net periodic pension expense 

$ 13,542 

$ 6,946 

S 2.131 


Actuarial assumptions used to determine costs and benefit obligations are as follows: 



2004 

2003 

2002 

Expected long-term rate of return on plan assets 

7.50% 

8.00% 

8.50% 

Weighted average discount rate 

6.25% 

6.75% 

7.25% 

Long-term rate of compensation increase 

3.50% 

4.00% 

4.50% 

Assumption used to determine benefit obligation as of December 31: 

Weighted average discount rates 

6.00% 

6.25% 

— 

Long-term rate of compensation increase 

3.50% 

4.00% 

— 


I lie expected long-term rare of return assumption was developed through analysis of historical market returns, current market conditions and the 
funds past experience. 

Other Retirement Plans and Benefits 

In addition to defined benefit plans, the < ompanv makes contributions to defined contribution plans and sponsors employee savings plans, 

I he cost of these plans is included in the total cost for all plans reflected above. 


0 
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10. Other Comprehensive Income (Expense) 

Other comprehensive income texpcn.se) consists ol the following' 

Year Ended December 31, 



2004 

2003 

2002 

Change in market value of financial instruments accounted for as hedges 

SI 0,225 

$ 9,757 

$ (5,957) 

Minimum pension liability 

(9,490) 

(2,658) 

(42,487) 

Foreign currency translation 

(354) 

(213) 

(425) 


381 

6,886 

(48,869) 

Income tax expense (benefit) 

11 

2,415 

(18,060) 


$ 370 

$ 4,471 

$(30,809) 

1 he components <*♦ accumulated other comprehensive income (expense), each presented 

net of tax, arc' as ft llmss: 




December 3 L 

December 3 1, 



2004 

2003 

Market value of financial instruments accounted for as hedges 


$ 4,008 

$ (2,638) 

Minimum pension liability 


(34,092) 

(28,170) 

Foreign currency translation 


(992) 

(638) 



$(31,076) 

$(31,446) 


11. Commitments and Contingent Liabilities 

t terrain of the ( onipanvs re.il properties and equipment arc operated under lease agreements. Rental expense under ope rating leases totaled 
$30.6 1 0. $30.3-11. and S26.&82 for 2004* 2003 and 2002. respectively. Annual minimum payments under operating bases are $3* 360. $33. S3. 
$32.~OS, $ tt).2X2 ami >2N, 1,36 for 200$ through 2000, respectively, f uture minimum lease payments under operating leases, reduced by 
minimum rentals I tom subleases ol $123. 7 83. aggregate $166 l*>i 

I he < umpatiy ba> provided guarantees related in store leases lor certain independent dealer opening < ompam branded stores (c.g.. rhomasvillv 
l Ionic I itmisliine- $ior<\! I he guarantees range from one to fifteen wars and generally require the ( ompam ro make 'case payments in the event 
of default In die dealer. In the event of default, the (.ompam has the light to assign or assume the lease. I he total future leaser payments guaranteed 
at I )ecetlibel (1,200 < were Vi a 3 1IJ. 1 he ( ompam believes the risk of significant loss from these lease guarantees is remote. 

I he < ompam is or may become i defeitdam in a number ol pending or threatened legal proceedings in the ordinary course of business In ilu- 
opinion «»f management, tin- ultitnaie liability. >f any* of the ( >mp.inv Imm all mk!i proceedings will not have a material adverse el led upon the 
consolidated financial position or results of operations of the < oitipany and iis subsidiaries. 


12. Other Income, Net 

l hlvci income , net for 2001. 2003 and 2002 consisted of interest on shore term investments and notes receivable ol x I I >$. $^1N, and $1.220 and 
other miscellaneous income and expense items totaling $1,163. S2. 7 0 hunc! $2,336. respectively. 
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13. Quarterly Financial Information (Unaudited) 


I nllnwing is j sunun.tr \ o! unaudited quarterly inlumutinn; 



Fourth 

Third 

Second 

First 


Quarter 

Quarter 

Quarter 

Quarter 

Year ended December 31, 2004: 





Net sales 

$601,981 

$574,800 

$ 593.088 

S 677.561 

Gross profit 

153,169 

145.618 

151.991 

177,765 

Net earnings 

Earnings per common share: 

$ 22,333 

$ 19,423 

$ 16,602 

$ 33,209 

Basic 

S 0.42 

S 0.36 

$ 0.30 

S 0,59 

Diluted 

S 0.42 

$ 0.36 

$ 0.30 

$ 0.58 

Dividends declared per common share 

Common Stock price range: 

S 0.150 

$ 0.125 

$ 0.125 

$ 0.125 

High 

S 25.75 

$ 25.37 

$ 33.90 

$ 35.09 

Low 

S 20.75 

S 21.10 

$ 22.75 

$ 28.15 

Year ended December 31, 2003: 





Net sales 

$ 634,423 

$ 572,277 

$ 596.359 

$631,071 

Gross profit 

159.835 

139,547 

148,821 

166,573 

Net earnings 

Earnings per common share: 

$ 22,612 

S 19.345 

$ 23.575 

$ 29.041 

Basic 

$ 0.41 

S 0.35 

S 0.42 

$ 0.52 

Diluted 

$ 0.40 

S 0.34 

$ 0.42 

$ 0.52 

Dividends declared per common share 

Common Stock price range: 

S 0.125 

—- 

— 

— 

High 

$ 29.42 

$ 29.75 

$ 28.89 

S 24.90 

low 

$ 22.75 

$ 22.51 

$ 19.00 

$ 17.23 


\tnounU lillul tin textual , UttW ill Mvnun tu iui >al«v \mumu> ttvli^tud «• net ulo tut ia» f, 5 v i i KS' ,hm1 ViI l»«r ibc tirsi ilw<«ujd» lJu Imirih 

»|u,uu» •. *|\o»veU Miipp'n} 'i'sriiu- twiiukUu, ?<H»i si «(H< >1 * 0111 4tid >' S rrvp^n.ilt 

I arnings pci common share were computed independent b lor each oi the quarters presented. I he mho of the quarters may not equal the tot.il ye.tt 
amount due to the impact ol computing average quarterly shares outstanding lot each period. 

In the fourth quarter »»l 2003. the ( ompam commenced a cash dividend program with an imti.il rate ot SO.Stl per common share on an annual 
basis In the fourth quarter of 2004. the cash dividend was increased to an annual rate «»| $0.<»0 per common share I hi closing market price of the 
( ompanys (Common Stock on December 31. 2004 was S2V04 per share. 
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Managements Report on Internal Control Over Financial Reporting 

Management of I umiturc Brands international. Inc. is responsible tc»r establishing and maintaining adequate intcrml corn v\ over financial reporting. 
a> muIi term is defined in the See unties Exchange Act of 1'H» Rule 15a-15(f l aider the supervision and with the participation of our management, 
including our prim ip.il executive officer and principal financial officer. we conducted an evaluation ot the effectiveness of the Company* internal 
control over financial rqmrtmg as of December 31. 2»HM as required bv the Securities 1 xchangc Act ol 1*134 Rule 13a- 5(ci In nuking dm 
assessment. \u used the criteria sc l forth in the framework in Internal ( nntnd-Integrated fnt/nrtvark issued by the C ommittee of Sponsoring 
Organizations ol tin headway < nmnmsion. Based on our evaluation under the framework in Internal ( ontrol Inugnued Rrunteuwrk our management 
concluded tlut our internal control over financial reporting ssus effective on ol 1 >ecember 31. 200 *. 

Our nt.uugcnietit s assessment ol the effect ivcncss of our internal control over financial reporting as ot December 31. 2MN has been audited by 
kP.YKi I I \\ an mdqvudcnt registered public accounting firm, as stated in then report which is set forth on page iS 

I immure Brands International, Inc. 

St 1 ouis Missouri 
March II. 2005 







Report of Indcpcntinit Registered Public Accounting l trm 


The Board of Directors and Shareholders 
Furniture Brands International, Inc.: 

We have audited m,m.igancni s assessment. included in the accompanying Management v Report on Internal ( ontrol over I manual Reporting, 
that furniture Brands International, Inc. maintained effective internal control over llnatuial reporting as nt l >eccmb< i M . 200 t. Basal on the criteria 
established in Internal (auiwl-lutegruted framework issued In tlu ( ommittce ot S|>otiNortng ()rgani/atinns ul the headway t ommission 0 < I'd 0 I he 
< ompanv s management is responsible tor maintaining etteuive internal control <»vu ('manual reporting and tor its assessment of the etkuiseness ol 
internal control over tmanual reporting. Our rcsponsibilm is to express an opinion on management's assessment and an opinion on the 
effectiveness ot tlu* C ompanv s internal control over (manual reporting based on our audit. 

We umduv ted our aitiltt in accordance with the standards ol the Public < omp.mv \vcounting Oversight Hoard (I niteil States! I hose standard* 
tecjuite that we plan and perform the audit to obiain reasonable assurance about whether effective internal control over 1 manual reporting was 
maintained in all material respects. Our audit included obtaining an understanding ot internal control met financial reporting, evaluating management s 
assessment, testing and evaluating the design and operating etlecuveitess ot internal control, ami performing such other procedures as we considered 
necessan in tire circumstances. We believe that our audit provides a reasonable basis lor out opinion. 

\ coinpauv > internal control over financial reporting is a process designed to provide reasonable assur.une regarding the reliability ot fmarni.il 
reporting and the preparation ol financial statements tot external purposes m accordance with generally accepted accounting principles. \ company s 
internal control over financial reporting includes those policies and procedures that 11) pertain to the maintenance ot records that, in reasonable 
detail, accurately and tank telleu tin transactions and dispositions of the assets ot the company: i2! provide reasonable assurance that transactions 
are recorded as ncccsyary to permit preparation ot financial statements m accordance with generally accepted accounting principles, and that 
receipts and expenditures ot the company ate being made only in accordance with amhori/anons ol management and directors of tin company, 
and ( >i provide reasonable assurance regarding prevention or timely detection ot unauthorized .tci|utsitton. t»s^. or disposition ot tlu company's 
assets that could have a material effect on the tinancial statements. 

Because ot its inherent limitations, interna! control over fmanu.il reporting m.n not prevent ot detect misstatements Also, projections of any 
evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because ot changes in conditions, or that 
the degree of compliance with tin policies nr procedures may deteriorate. 

In our opinion, management's assessment that Furniriue Bunds International. Inc. maintained clUvtive internal control over financial reporting as 
ot December SI. 200». is t.nrlv stated, in all material respects, based on the criteria established in Internal tainlm! Integrated ftawtirork issued by 
( OSt ) Also, in our opinion, furniture Brands International. Inc. maintained m all material respects, effective internal control over financial 
reporting as of I >a ember A1. 200 I. based on tin criteiia established in Internal ( ontrol- Integrated ! name work issued by ( OSO 

Wv also have audited, in accordance with tin standards of tin Public t ompanv Accounting l heroght Board <1 'nited States! the consolidated 
balance sheets of I umiture Brands Intel national. Inc. and subsidiaries ayof I Kcvinbcr Al. 200 i arid 200A, and tin related consolidated statements 
of operations, shareholders equity ami comprehensive income, and cash flows for each of the years m the three ve.n period ended l kncmlur M. 
200 t. ami our report dated March 1 l. 20t)S expressed att unqualified opinion on those t onsolidared tinancial statements. 

lcp 


Si I.tmis. Missouri 

M.inh I I. JIMlS 
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The Board of Directors and Shareholders 
Furniture Brands International. Inc:.: 

Vu have .indited (lu .uiotupam mg consolidated lul.imc duels <*t Furniture Brands International Inc .mil subsidiaries i> nt December 31. J(10*t 
.uni Jim V uni the (elated consolidated statement* of operations, shareholders equity .mil comprehensive income. .ttni cash llows lor each ol the 
years m the thus war period Okies I l Vvember *1.2IKH. I hew consolidated financial statements arc the responsibility o( nr (Company* management 
t hir responsibility »s to express an opinion on thror consolidated financial .uatcminn based on our audits. 

\\i (uuiliultil mu audits in aiuirdancr with the standard* ol the Public C.ompanv Anuuntiug Ovcisight Board It titled States). those standard* 
require ilut wi plan ami perform the audit to obtain reasonable axMiramc about whether the financial statements ate frev ol material misstatement 
\n atiiiit in* Index examining on a test basis* evidence supporting the antnunts and disclosures iti the financial statements An audit also unhide* 
asse»m^ du .tunummi: prim iples vised and significant estimates made hv management, as well u> evaluating the overall linjuual statement 
presentation W\ In line that our audits provide a reasonable basis lor our opinion. 

In out opinion. the consolidated iiuiuul statements referred to »i>ove present fairly, in all material respects, (he linano. I position ol 1 umtrurc 
Brands Inti rnational. Iru and subsidiaries as ot iVecniher M, 2lMli and JIHIV and (hr results of their operations ami their cash flow* tot each nt 
the years in the thru war period ended I ember 31. 200 t, tn conformity with L .V generally accepted accounting prt uipics. 

VXe also have uidind, m aeioitlaiuc with the standards of the Publii t ompam Accounting Oversight Board filmed Nt.uesi the cBecrivcness ot 
itiiernal control over financial nqkirrmgof I umnun Brands International. I fie is ol December 31 2tMH, Ivosed on the irtreria established in 
Internal f antwl Iniienttetl humiuoik issued by the ( ommitne ol Sponsoring ()rgamvations ol the headway C ommission (O VS4 V and out report 
da led March I I 2iM»S cvptcswd an unqualified opinion on management s assessment ot. and the dice live operation ot. internal control user 
tinancial reporting 

lcp 

Si. [.nils Mivm.iiii 

March II. JUlis 
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Year Ended December 31. 


(Dollars in thousands except per share data) 

2004 


2003 

2002 

2001 

2000 

Summary of operations: 

Net sales 

$2,447,430 

$2,434,130 

$2,458,836 

$1,940,515 

$2,160,050 

Gross profit 

628,543 


614,776 

633,558 

466,794 

546,859 

Interest expense 

15,314 


19.384 

21,732 

21.984 

36,389 

Earnings before income tax 

expense and extraordinary item 

142,640 


149.224 

184,424 

87,694 

165,997 

Income tax expense 

51,073 


54.651 

65.593 

29.664 

57,574 

Earnings before extraordinary' item 

91.567 


94,573 

118,8.31 

58.030 

108,423 

Extraordinary item 

— 


— 

— 

— 

(2,522) 

Net earnings 

$ 91.567 

$ 

94,573 

$ 118,831 

$ 58.030 

$ 105,901 

Per share of Common Stock 

- diluted: 

Earnings before extraordinary item 

$ 1.66 

$ 

1.68 

$ 2.11 

$ 1.13 

$ 2.15 

Extraordinary item 

— 


— 

— 

— 

(0.05) 

Net earnings 

$ 1.66 

$ 

1.68 

$ 2.11 

$ 1.13 

$ 2.10 

Dividends 

$ 0.525 

$ 

0.125 

— 

— 

— 

Weighted average common shares 

— diluted (in thousands) 

55,220 


56.256 

56,387 

51,325 

50,443 

Other information: 

Working capital 

$ 711,115 

$ 

703,233 

$ 652,095 

$ 603,420 

$ 548,463 

Property, plant and equipment, net 

284,973 


310,563 

333,371 

321,640 

303.235 

Capital expenditures 

30,593 


41,451 

50,214 

22,991 

53.310 

Total assets 

1,587,759 


1,578,259 

1,567,402 

1.503,489 

1,304,838 

Long-term debt 

302.400 


303,200 

374,800 

454,400 

462.000 

Shareholders equity 

$ 957,483 

$ 

966,902 

$ 869,515 

$ 759,659 

$ 583,905 

Aminim*. ullm tlu rul.iv'ituatum uf ■.Inppmy r<>% mua u 
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h.ul mu nnp.at • «n profit *>f net (.‘amnip 

()n lXxembcr 2N. 2001. the Company acquired through .1 wholly owned subsidiary 1 1P.VI furniture Industries. Inc. - sulvitdinially .ill ot the 
assets and liabilities of I Icnrcdon fur nit ure Industries. 1 )rexel I leruage furnishings anti Mairland-Smith. because the acquisition occurred prior to 
the List business day of 200 U it was rellected m the (Company's consolidated balance sheet as ot I Vcvmbcr 31.2001; however, the < ompanys 
consolidated results ol operations lor 2001 do not include any ot the operations ol the acquired companies. 










Board of Directors and Officers 


Board of Directors 

Principal Corporate Officers 

Katherine Burton Bril 

l 'tee President and ( hief Marketing Officer of'Emerson Electric (.0. 

\V< • 1 Mickey) 1 lolliman 

( ha in nan of the Board and Chief fxecuine Officer 

|<>hn I. lov 

Pit ddent and < kief Operating Office of the (.ontpany 

|ohn I'. Boy 

Pirn firm and ( hief Operating (ifftcer 

\\ A » (Micko) Holliman 

Chairman of the Board aw! ( href fxeiuttrc Officer nf the (nnipany 

1 ynn t 'liippcrficlu 

Senior Vice President and ( hief Administrative (Officer 

John K Joiilaji. )i 

Pei:eer/. for»ttd\ V /«>• f karman of Pnce\Vaterhou<t 
\nou Prutiraterhniite( oopen* 

Denive L Ramos 

'senior Vhrf Resident. /mint ter and ('hief Eiruinciai Officer 

Robert L Kamtz 

Donald 1 Liv.iti*r 

( 

Mercantdt Hancorpocation. fn, 

( orpo rate Secretary 

Steven \X Ustatli 

i MiitroUcr and ( hief Accounting (Officer 

l.ci M l i Berman 

1 hairman hnuntiu of OnMe (nu ( ampan v 

jerry L. Lvbarger 

(u ttered ( ottnsel and Assistant V< >etan 

Richard B. Lovnd 

Pa idem of l.oxud (. ptic! Managruu,: 

Chief Executive Officers 

Boh | Marvin 

Business ( ousuitanr, Paired IWsideut and ( btef Executive Offierr 
of Wal Man htiennti tonal the international division of W ill-Man 

Stores, ha ) 

Dennis R. Burdette 

Broyhtll f■urnitnre Industries, hu. 

Auburn. B. Baiteison 

Chairman ttf rhi Board and ( biff / 0 1 unre Officer of B an corps mfth, hu 

Randall ( . Sj*.ik 
f ane Eurntnnr fndmtrm. fur 

Ihomas (i. l illev. |r. 

\lberr 1 : Siiter 

Senior \n> , , pern / \ . ( iyarmon and Chief < derating (ifjj , er of 

hnenon f./ertrie < b 

l fottiutsville f until im Indus tries, hu. 

Stephen K. McKee 

Hen redo n furniture Industries, ho 

1 omniums 0! the Board 

isn unre < onminict 

iudit ( connuttce 

Executive ( ompensatinu and Stoek Oputvr Conmmiet 
(lorerruMi e and A 'mn/nanng ( 0 man tree 

1 * indicates ( onionflet (Jfatnnan 

i left rev Young: 

J)rexel Heritage furniture Industries, hie. 

Seamus Bare son 

ALiit fund-Smith f urniture Industries, hie 
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Transfer Ac;ent and Registrar for Common Stock 


Form io - K Annual Report 


American Stock transfer & Irust C ompany 
50 Maiden Line 
New York. NY 10038 

( ontact us at: 

1 800 03" S-t |0 or vvww.dmMock.com 


Shareholders may obtain a copy ot the current Form 10 K filed with 
the Securities and Exchange Commission by writing to the Secretary 
of I urn it urc Brands International at the Corporate Offices 


Independent Auditors 


Common Stock 


KPMii I IP 

10 S. Broadway. Suite 000 
St Louis. Missouri 63102-1761 
( 31 i! -H i 1-400 


As of I ebruary 28. 2005. there were approximately 1,700 
MOt khold ers of record. 


Exchange Listing 


Internet Access 


< ommon shares are listed on the New York Stock Exchange 
(trading symbol: I BN) 


l .orporate news releases. Forms 10 K, lo t,}, 8 K, and amendments 
thereto, the annual report and other information about the t ompany 
and its subsidiaries are available through the Company's Internet 
Web site: www.furnirurehramls tom 


Corporate Offices 


101 South Hanley Road 

St. I .on is. Missouri 63105-3403 

(314) 863-1 100 

Annual Meeting 

I he Annual Meeting of Shareholders will be at 10:00 a.m. 
on I htirsday. April 28. 2005 at the ( orporate Offices. 

I lie C hief Lxecutivc Officer and Chief I inancial Officer have certified in writing to the Securities and Exchange ( ommission (SIX .) as to the 
integrity of the (!umpany's financial statements included in this Annual Report and incorporated by reference into the (‘ompany s Annual Report 
on form 10-k tor the fiscal year ended December 31.2003 filed with the Si (!. and the effectiveness of the ( ompanvs disclosure controls and 
procedures and interna] control over financial reporting. I he certifications are filed as Exhibit 31 to rhe said Form 10-K. On May 18. 200-4. the 
( hief Executive ( Xfuer also certified to the New York Stock Exchange that he is not aware of any violation by the ('ompany of the New York 
Stock Exchange corporate governance listing standards. 











































































